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McCaw Cellular Communications, Inc. ("McCaw") herewith submits its comments on

the petitions for reconsideration filed in the above-captioned proceeding by the Cellular

Telecommunications Industry Association ("CTIA It) and Metrex Communications Group

("Metrex").l McCaw concurs with CTIA that the Commission should permit free

alienability of 5 MHz spectrum blocks at any time, by any type of licensee, in order to

promote efficient uses of PCS spectrum. McCaw also opposes Metrex' s request to

implement an individual market auction stopping rule for the BTAs as being fundamentally

contrary to the basic premise that the simultaneously auctioned MTAs and BTAs exhibit

strong interdependencies. Each of these points is briefly addressed below.

1 Petition for Reconsideration of the Cellular Telecommunications Industry Association,
PP Docket No. 93-253 (filed Aug. 22, 1994) ["CTIA Petition"]; Petition for Reconsideration
of Metrex Communications Group, PP Docket No. 93-253 (filed Aug. 22, 1994) ["Metrex

Petition"]. 6r-l- U
N.o. of Copiesrecld~
ListABCDE
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I. THE COMMISSION SHOULD ELIMINATE RESTRICTIONS ON THE
ALIENABll..ITY OF SMHz SPECTRUM BLOCKS

The Commission should permit all PCS licensees, including entrepreneurs and

designated entities, to transfer freely 5 MHz of spectrum at any time after license grant. As

CTIA has argued in this proceeding and in the related proceeding on reconsideration of the

Second Memorandwn Opinion and Order in the PCS docket, permitting free alienation of 5

MHz blocks of licensed spectrum "ensure[s] that spectrum is used to its fullest economic

value"2 and "the secondary market is infinitely more likely to produce an efficient allocation

of the marginal 5 MHz of spectrum than the Commission. H3 Allowing immediate

unrestricted transfer of 5 MHz blocks of spectrum also IIgives a weaker PCS provider a

greater range of exit strategies," and "increasers] [peS spectrum's] initial value at auction. "4

The only basis cited by commenters for maintaining transfer restrictions on 2 GHz

spectrum are limiting speculation in PCS licenses or preventing so-called "premature" market

consolidation. Under the present circumstances, neither of these rationales is supportable.

As CTIA aptly observes, restricting alienation of 5 MHz spectrum blocks is "overbroad and

likely to produce unintended consequences" if intended to prevent "shams and speculative

'flipping' of specifically set-aside spectrum."s Indeed, permitting subdivision or aggregation

of spectrum in smaller increments facilitates entrants' ability to procure "the necessary

2 CTIA Petition at 2.

3 CTIA Petition for Further Reconsideration, GEN Docket No. 90-314 (July 25, 1994)
at 6-7.

4 Id. at 7.

S CTIA Petition at 4.
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amount of spectrum -- and not more -- . . . to produce the type of services they envision the

marketplace demanding."6 This, importantly, "enhance[s] the viability of the entrepreneurs'

blocks arrangements" since it offsets the high cost of entry into PCS by limiting spectrum

acquisition costs to the true cost of needed spectrum.

Transfer restrictions are also unnecessary in this instance to prevent premature market

consolidation. All carriers, in fact, are limited to a total of 40 MHz of PCS and cellular

spectrum as an absolute matter and, as CTIA observes, "the FCC has concluded that 40

MHz assigned to a single firm does not threaten competition."7 Accordingly, restricting a

single class of carriers to acquiring less than 40 MHz is not rationally tailored to preventing

premature consolidation. Even if the Commission determines that some delay of eligibility

for an additional 5 MHz is necessary to allow PCS providers to "rapidly begin service as

strong competitors," McCaw concurs with CTIA that such purposes could be served by a

much shorter restriction. 8

Under the circumstances, McCaw urges the Commission to act favorably on CTIA's

request to eliminate restrictions on the free transferability of 5 MHz spectrum blocks. As

discussed above, the restrictions have no valid basis in economic theory. CTIA's proposal

thus would afford needed flexibility to all carriers, whether incumbents or new entrants,

whether large or small.

6 Id. at 4.

7 Id. at 4.

8 CTIA Petition for Further Reconsideration, GEN Docket No. 90-314 (July 25, 1994)
at 6-7.
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ll. TIlE COMMISSION SHOULD REJECT TIlE PROPOSAL FOR AN
INDIVIDUAL STOPPING RULE FOR BTA LICENSES

As Metrex notes in its petition for reconsideration, the Commission adopted a

simultaneous stopping rule for broadband PCS BTA licenses, but retained the discretion to

modify its conclusions based upon its subsequent auction experiences.9 Based upon vague

notions of "certainty," without any reference to subsequent auction experiences, Metrex now

requests that the Commission abruptly reverse its initial determination and instead

individually "close out" bidding on BTA markets if no bidding activity occurs for five

rounds. 10 McCaw opposes this proposal. The experience gained by the Commission in the

nationwide narrowband PCS auctions argues strongly for simultaneous closure of all markets.

The primary purpose identified by the Commission for simultaneous auctions was that

certain classes of licenses exhibited strong interdependencies. For example, an entity bidding

on a specific MTA license could also satisfy its needs by bidding on the individual BTAs that

make up the MTA. Similarly, in narrowband PCS, many of the entities bidding on

nationwide 50 kHz license pairs also showed strong bidding interest in one or more of the

nationwide 50 kHz/12.5 kHz licenses. The bidding patterns showed heavy activity on larger

spectrum blocks until those blocks reached some threshold value level, with applicants then

switching over and beginning bidding on smaller licenses that could be aggregated to meet

their needs. Once the aggregate value of the smaller licenses began to approach the value of

the larger spectrum blocks, bidding resumed on the larger blocks. This cycle repeated a

9 Metrex Petition at 3.

10 [d.
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number of times in the narrowband auctions, and it is likely that similar patterns will emerge

in the BTA/~A broadband PCS auctions.

Terminating bidding on a BTA where no activity has occurred for five rounds risks

closing out the market before the actual value of the market has been achieved. If such a

rule had been implemented in the nationwide narrowband auctions, for example, bidding

would have closed out on N-lO in round one at $10 million, even though the license's true

value after 45 rounds was established at $37 million. While it is possible that an individual

bidder would take it upon itself to ensure that all markets remained open by maintaining

some minimal activity level on all BTAs, any such activity would be purely artificial and

introduce unnecessary complexity and indeterminacies into the bidding process.

Accordingly, McCaw urges the Commission strongly to retain its simultaneous market

closing rule for the broadband PCS auctions.

ID. CONCLUSION

For the foregoing reasons, McCaw requests the Commission to grant CTIA's petitions

for further reconsideration and allow the free alienability of 5 MHz spectrum blocks at any

time by any licensee. Such action would provide a more efficient and effective use of PCS

spectrum by allowing individual entrants to acquire only the spectrum they need for their
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individualized offering. In addition, McCaw urges the Commission to reject Metrex's

request to implement an individual BTA stopping rule as fundamentally contrary to the basic

interdependency principles underlying simultaneous auctions.

Respectfully submitted,

McCAW CELLULAR COMMUNICATIONS, INC.
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